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April 2, 2009 
 
 
 
To Members of the General Assembly: 
 
Pursuant to Iowa Code Chapter 8.21, we are submitting revised budget recommendations for the current 
Fiscal Year 2009 and Fiscal Year 2010 because of revised revenue projections by the state Revenue 
Estimating Conference (REC).  We realize that these recommendations will not be the final budget that 
will be passed by the Legislature, but this will serve to set the priorities for legislative discussions.   
 
The impact of the economic recession on the State’s budget is real, it is serious, and it will affect all 
parts of Iowa.  As Governor, managing the seriousness of the recession and working to maintain a 
balanced budget while strengthening our economy, has been and will remain my top priority this year. 
 
Iowa is not alone.  The weak national economy is causing great fiscal distress for every state.  The 
Center for Budget Priorities estimates that 47 states are currently facing budget shortfalls, and the 
combined state budget gaps of all states for the remainder of the current fiscal year and the next two 
years will be more than $350 billion. 
 
And yet, while the economic recession is serious, it does not mean we abandon our confidence or give 
up our optimism.  As Iowans, we can and will work our way out of this recession and realize a better, 
stronger future for our state. 
 
One reason we remain optimistic is because Iowa is in better shape than most states.  We are one of 
only 11 states with a triple A bond rating and, unlike many states, Iowa still has strong reserve funds to 
help us get through this downturn without increasing taxes. 
 
On March 23, 2009, the REC reduced its December projection of available General Fund revenues by 
$129.7 million in FY 2009 and by $269.9 million in FY 2010.  The REC estimates that corporate income 
tax receipts will fall 7.6 percent, personal income tax receipts will fall 1.6 percent, and tax refunds will 
increase 8.0 percent in the coming fiscal year. 
 
As you are aware, Iowa is eligible to receive up to $844.8 million that can be used over three state fiscal 
years for selected programs from the recently signed American Reinvestment and Recovery Act 
(ARRA).  We will be able to use these funds to help avoid layoffs and maintain our priorities in health 
care and education. 
 
In response to the greater-than-expected decline in state tax receipts, we recommend the following 
steps to make sure that Iowa’s General Fund Budget is balanced for the rest of FY 2009 and FY 2010: 
 
FY 2009: 
• Use $44.4 million in federal ARRA Education Stabilization funds to fully fund the appropriation for 

the school aid formula; and 
• Use $110 million of Federal Medical Assistance Percentage (FMAP) funds to fully fund the Medicaid 

estimate. 
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These two steps will enable the State to maintain a General Fund Ending Balance of 1 percent of 
adjusted revenues or $59.9 million, maintain Reserve Funds at $564.3 million, and avoid further cuts in 
these areas. 
 
FY 2010: 
• Use $232.9 million of federal ARRA Education Stabilization funds to maintain school aid funding at 

the previously set 4 percent allowable growth; 
• Use $145 million of federal ARRA Federal Medical Assistance Percentage (FMAP) funds to fully 

fund the Medicaid estimate; 
• Use $56 million of federal ARRA Education Stabilization funds to avoid General Fund cuts for 

Regents Institutions and Community Colleges;  
• Use $86 million of federal ARRA Government Services Stabilization funds to avoid General Fund 

cuts for Regents Institutions, Community Colleges, Department of Corrections and the Department 
of Public Safety along with administration of ARRA funding; and 

• Fully fund Property Tax Credits Fund at the FY 2009 level. 
 
To anticipate future natural disasters and the potential of funding declines of state revenues, we must 
have a sufficient Ending Balance. The budget we are submitting today will allow us to maintain a 
balance of approximately $72.4 million or 1 percent of adjusted General Fund revenues. 
 
Under our revised FY 2010 budget recommendations, total state General Fund appropriations are 
$284.4 million lower than our original FY 2010 budget recommendations in January 2009. 
 
We look forward to working with the Iowa General Assembly in a bi-partisan manner during the final 
days of the 2009 legislative session. Together, we will help Iowans in these difficult economic times by 
taking action on both the budget as well as our efforts to build a smarter, safer and stronger Iowa. 
 
 
Sincerely, 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

Chester J. Culver 
Governor 

Patty Judge 
Lieutenant Governor 



1 

 

  

5,
40

0.
0

5,
50

0.
0

5,
60

0.
0

5,
70

0.
0

5,
80

0.
0

5,
90

0.
0

6,
00

0.
0

6,
10

0.
0

($ in millions)

FY
07

FY
08

FY
09

 e
st

.
FY

10
 e

st
.

Ne
t G

en
er

al
 F

un
d 

Re
ve

nu
e

(A
fte

r M
ar

ch
 2

00
9 

R
ev

en
ue

 E
st

im
at

in
g 

C
on

fe
re

nc
e)

$5
,6

46
.3

$6
,0

84
.5

$5
,9

70
.3

$5
,7

55
.9

Ta
bl

e 
1 



2 

 

 
Ta

bl
e 

2 

AM
O

U
N

T 
($

M
illi

on
s)

U
SE

AR
R

A 
Ed

uc
at

io
n 

St
ab

iliz
at

io
n 

Fu
nd

s
$4

4.
4 

Fo
r r

es
to

rin
g 

le
ve

ls
 o

f S
ta

te
 s

up
po

rt 
th

ro
ug

h 
th

e 
pr

im
ar

y 
K-

12
 fu

nd
in

g 
fo

rm
ul

a 
du

e 
to

 
R

ev
en

ue
 E

st
im

at
in

g 
C

on
fe

re
nc

e 
(R

EC
) s

ho
rtf

al
l

FM
A

P 
(M

ed
ic

ai
d 

AR
R

A 
Fu

nd
s)

   
   

   
   

11
0.

0 
Fo

r i
nc

re
as

e 
FM

AP
 %

 in
 M

ed
ic

ai
d 

Pr
og

ra
m

FM
AP

 (M
ed

ic
ai

d 
AR

R
A 

Fu
nd

s)
   

   
   

   
   

 3
.6

 
Fo

r i
nc

re
as

e 
in

 F
M

AP
 %

 fo
r M

ed
ic

ai
d 

pa
tie

nt
s 

at
 G

le
nw

oo
d/

W
oo

dw
ar

d
C

hi
ld

 S
up

po
rt 

AR
R

A 
In

ce
nt

iv
e 

M
at

ch
 C

ha
n g

e
   

   
   

   
   

 3
.5

 
Fo

r i
nc

re
as

e 
in

 th
e 

in
ce

nt
iv

e 
m

at
ch

 fo
r c

hi
ld

 s
up

po
rt

Fo
st

er
 C

ar
e 

an
d 

Ad
op

tio
n 

Su
bs

id
y 

AR
R

A
 C

ha
ng

e
   

   
   

   
   

 2
.5

 
Fo

r i
nc

re
as

e 
in

 fe
de

ra
l m

at
ch

 fo
r f

os
te

r c
ar

e 
an

d 
ad

op
tio

n 
su

bs
id

y
C

hi
ld

 C
ar

e 
As

si
st

an
ce

 A
R

R
A 

In
cr

ea
se

   
   

   
   

   
 6

.8
 

Fo
r i

nc
re

as
e 

in
 fe

de
ra

l f
un

di
ng

 fo
r C

hi
ld

 C
ar

e 
As

si
st

an
ce

-n
o 

su
pp

la
nt

at
io

n
To

ta
l F

Y0
9

$1
70

.8
 

AM
O

U
N

T 
($

M
illi

on
s)

U
SE

AR
R

A 
Ed

uc
at

io
n 

St
ab

iliz
at

io
n 

Fu
nd

s
$1

23
.3

 
Fo

r f
un

di
ng

 4
%

 a
llo

w
ab

le
 g

ro
w

th
 in

 th
e 

pr
im

ar
y 

K-
12

 fu
nd

in
g 

fo
rm

ul
a 

du
e 

to
 R

ev
en

ue
 

Es
tim

at
in

g 
C

on
fe

re
nc

e 
(R

EC
) s

ho
rtf

al
l

AR
R

A 
Ed

uc
at

io
n 

St
ab

iliz
at

io
n 

Fu
nd

s
   

   
   

   
10

9.
6 

Fo
r r

es
to

rin
g 

ba
se

 fu
nd

in
g 

fo
r t

he
 p

rim
ar

y 
K-

12
 fu

nd
in

g 
fo

rm
ul

a 
du

e 
to

 R
ev

en
ue

 E
st

im
at

in
g 

C
on

fe
re

nc
e 

(R
EC

) s
ho

rtf
al

l
AR

R
A 

Ed
uc

at
io

n 
St

ab
iliz

at
io

n 
Fu

nd
s

   
   

   
   

  5
6.

3 
Fo

r a
vo

id
in

g 
re

du
ct

io
ns

 fo
r R

eg
en

ts
 a

nd
 C

om
m

un
ity

 C
ol

le
ge

s 
du

e 
to

 R
ev

en
ue

 E
st

im
at

in
g 

C
on

fe
re

nc
e 

(R
EC

) s
ho

rtf
al

l
AR

R
A 

G
ov

er
nm

en
t S

er
vi

ce
s 

St
ab

iliz
at

io
n 

Fu
nd

s
   

   
   

   
  8

5.
4 

Fo
r a

vo
id

in
g 

re
du

ct
io

ns
 fo

r R
eg

en
ts

, C
om

m
un

ity
 C

ol
le

ge
s,

 D
ep

ar
tm

en
t o

f C
or

re
ct

io
ns

, a
nd

 
th

e 
D

ep
ar

tm
en

t o
f P

ub
lic

 S
af

et
y 

du
e 

to
 R

ev
en

ue
 E

st
im

at
in

g 
C

on
fe

re
nc

e 
(R

EC
) s

ho
rtf

al
l

AR
R

A 
G

ov
er

nm
en

t S
er

vi
ce

s 
St

ab
iliz

at
io

n 
Fu

nd
s

   
   

   
   

   
 0

.6
 

Fo
r A

dm
in

is
tra

tio
n 

of
 A

R
R

A 
fu

nd
in

g
FM

A
P 

(M
ed

ic
ai

d 
AR

R
A 

Fu
nd

s)
   

   
   

   
14

4.
9 

Fo
r i

nc
re

as
e 

in
 F

M
AP

 %
 in

 M
ed

ic
ai

d 
Pr

og
ra

m
FM

A
P 

(M
ed

ic
ai

d 
AR

R
A 

Fu
nd

s)
   

   
   

   
   

 5
.4

 
Fo

r i
nc

re
as

e 
in

 F
M

AP
 %

 fo
r M

ed
ic

ai
d 

pa
tie

nt
s 

at
 G

le
nw

oo
d/

W
oo

dw
ar

d
C

hi
ld

 S
up

po
rt 

AR
R

A 
In

ce
nt

iv
e 

M
at

ch
 C

ha
ng

e
   

   
   

   
   

 4
.6

 
Fo

r i
nc

re
as

e 
in

 th
e 

in
ce

nt
iv

e 
m

at
ch

 fo
r c

hi
ld

 s
up

po
rt

Fo
st

er
 C

ar
e 

an
d 

Ad
op

tio
n 

Su
bs

id
y 

AR
R

A
 C

ha
ng

e
   

   
   

   
   

 3
.3

 
Fo

r i
nc

re
as

e 
in

 fe
de

ra
l m

at
ch

 fo
r f

os
te

r c
ar

e 
an

d 
ad

op
tio

n 
su

bs
id

y
C

hi
ld

 C
ar

e 
A

ss
is

ta
nc

e 
A

R
R

A
 In

cr
ea

se
   

   
   

   
   

 1
.4

 
Fo

r i
nc

re
as

e 
in

 fe
de

ra
l f

un
di

ng
 fo

r C
hi

ld
 C

ar
e 

As
si

st
an

ce
-s

up
pl

an
ta

tio
n 

is
 p

ro
hi

bi
te

d
To

ta
l F

Y1
0

$5
34

.8
 

To
ta

l A
R

R
A 

fu
nd

in
g 

us
ed

 in
 th

e 
G

en
er

al
 F

un
d

$7
05

.6
 

.
  

U
SE

 O
F 

AM
ER

IC
AN

 R
EC

O
VE

R
Y 

A
N

D
 R

EV
IT

AL
IZ

AT
IO

N
 F

U
N

D
S

FI
SC

A
L 

YE
A

R
 2

00
9

FI
SC

A
L 

YE
A

R
 2

01
0

AR
R

A 
PR

O
G

R
AM

AR
R

A 
PR

O
G

R
AM



3 

 

 
 
 

 

Table 3 

Amount

Board of Regents $8,302,595
College Student Aid Commission - National Guard Loan Program 949,131       
Corrections - Total Department 4,923,084    
Education - Community Colleges 1,756,728    
Education - Empowerment 1,000,000    
Education - Jobs for America's Grads 55,072         
Education - Libraries 410,494       
Education - Student Achievement/Teacher Quality 1,500,000    
Education - Voluntary Access to Quality Preschool 435,205       
Executive Council - Performance of Duty 567,348       
Governor's Office 200,000       
Human Services - Administration 931,012       
Human Services - Child and Family Services 1,290,861    
Human Services - Child Support Recovery 1,000,000    
Human Services - Field Operations 7,966,181    
Human Services - Glennwood/Woodward 1,856,882    
Human Services - Mental Health Institutions 2,036,334    
Human Services - Sexual Predator Civil Commitment (CCUSO) 531,614       
Human Services - State Supplementary Assistance 1,710,802    
Human Services - Toledo/Eldora Institutions 1,530,771    
Inspections and Appeals - Indigent Defense/State Public Defender 677,324       
Inspections and Appeals - Investigations & Health Facilities 322,497       
Management - Property Tax Credit Fund 2,143,242    
Office of Energy Independence - Iowa Power Fund 2,294,664    
Public Defense - Military Division/Homeland Security 734,001       
Public Health - Total Department 2,663,185    
Public Safety - Total Department 2,000,000    
Rebuild Iowa Office 1,254,898    
Revenue - Operations 2,052,757    
Veteran's Affairs - Veteran's Affairs Commission 93,494         
Veteran's Affairs - Veterans County Grants 460,052       
Workforce Development - Total Department 294,173       

Total $53,944,401

FY2010 Adjustments
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Reflecting the deep national economic downturn, the State Revenue Estimating Conference (REC) re-
vised its estimate of available State General Fund revenues on March 20, 2009.  The REC reduced FY 
2009 General Fund appropriations by $129.7 million from its earlier projection.  For FY 2010, this esti-
mate was lowered by $269.9 million from last meeting. 
 
According to the Center on Budget and Policy, 47 states are currently experiencing a budget shortfall.  
The combined budget gap is estimated to be $350 billion through FY 2011.  States are expected to fall 
$53 billion short during FY 2009.  Fourteen states have begun increasing taxes while 34 states have 
made budget cuts. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Iowa’s Leading Indicator Index has dropped 5.3 percent over the last six months.  In February,  it experi-
enced the 11th straight monthly drop.  Housing permits are down 33.9 percent while vehicle registrations 
are down 36.1 percent over 2008. Agriculture prices have also fallen 20.75 percent over 2008. 
 

Note:  Includes states with shortfalls in fiscal 2009 or projected 
shortfalls for fiscal 2010. 
 
Source:  Center on Budget and Policy 

DISCUSSION OF 
DISTRESSED ECONOMIC CONDITIONS 

Source:  Department of Revenue 

Iowa Leading Indicators Index and Iowa Non-Farm 
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According to Iowa Workforce Development, 80,600 Iowans are currently unemployed, the highest since 
1987.  Unemployment claims have now grown 100 percent from 2008.  Currently 15 counties are experi-
encing unemployment levels over 8 percent.  Twenty-two thousand jobs were lost in the past year, 2,500 
of which were in the construction industry.  Factory jobs lost 3,200 in January alone.  
 
 

Note:  Unemployment Rates shown above county name are February 
2009; rates shown below are February 2008. 

Source:  Iowa Workforce Development 
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State of Iowa
Estimated Condition of the General Fund
Financial Summary
($ in Millions)

Governor's
Actual Estimated Recommendation

FY 2008 FY 2009 FY 2010
Estimated Funds Available:

Total Gross Receipts 6,718.4$          6,979.2$               6,914.2$               
Net Accruals (24.0)                (0.1)                       8.6                        
Refunds (674.8)              (760.0)                   (821.0)                   
School Infrastructure Transfer from General Fund (357.5)                   (401.9)                   
General Fund Transfers 64.8                 108.7                    56.0                      

Proposed Revenue Adjustments 18.0                      230.1                    

Total Funds Available 6,084.4            5,988.3                 5,986.0                 

Expenditure Limitation 5,926.1                 

Estimated Appropriations:

Executive Branch 5,716.3            5,938.0                 5,746.9                 
Judicial Branch 148.4               155.8                    151.4                    
Legislative Branch 33.8                 37.1                      37.8                      
Adjustment to Standings 21.0                      
1.5% Across the Board Reduction (89.1)                     
Appropriation Changes in HF 414 (13.1)                     
Additional Deappropriations (replaced with ARRA funding) (111.0)                   
Additional Supplemental Need 2.2                        
Voluntary Furlough Days (10.0)                     

Total Appropriations 5,898.5            5,940.9                 5,926.1                 

Reversions (10.5)                (12.5)                     (12.5)                     

Net Appropriations 5,888.0            5,928.4                 5,913.6                 

Ending Balance 196.4$            59.9$                    72.4$                   

Distribution of Ending Balance
Property Tax Credit Fund 99.8$               
Senior Living Trust Fund 48.3                 30.0                      36.2                      
Reserve Funds 48.3                 29.9                      36.2                      

Total 196.4$            59.9$                    72.4$                   

Total Funding  
Appropriations 5,940.9$               5,926.1$               
ARRA Funds applied to appropriations 111.0                    256.2                    
Total Funding available 6,051.9$              6,182.3$              
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State of Iowa
Estimated Condition of the Cash Reserve, GAAP, and Economic Emergency Funds
($ in Millions)

Actual Estimated Estimated
FY2008 FY2009 FY2010

Cash Reserve Fund
Balance Brought Forward 401.3               444.3               465.2               

Estimated Revenues:
Prior Fiscal Year Ending Balance 76.2                 48.3                 29.9                 

Total Funds Available 477.5               492.6               495.1               

Transfer to General Fund (182.2)              
Transfer to GAAP Retirement Account (33.2)                (27.4)                

Ending Balance - Cash Reserve Fund 444.3             465.2              312.9              

Cash Reserve Fund Goal (7.5%) 444.3               465.2               449.0               

GAAP Retirement Account

Balance Brought Forward -                     -                     -                     

Estimated Revenues:
Transfer From Cash Reserve Fund 33.2                 27.4                 -                     

Total Funds Available 33.2                 27.4                 -                     

Excess to Economic Emergency Fund (33.2)                (27.4)                -                     

Ending Balance - GAAP Retirement Fund -                   -                    -                    

Economic Emergency Fund

Balance Brought Forward 133.8               148.1               99.1                 

Estimated Revenues:
Transfer From GAAP Retirement Account 33.2                 27.4                 -                     

Total Funds Available 167.0               175.5               99.1                 

Transfer to Senior Living Trust Fund (18.9)                (20.4)                
Appropriations for Rebuild Iowa Programs (56.0)                

Total Transfers Out: (18.9)                (76.4)                -                     

Ending Balance - Economic Emergency Fund 148.1             99.1                99.1                

Economic Emergency Fund Goal (2.5%) 148.1               155.1               149.7               

Total Reserve Funds 592.4               564.3               412.0               
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 State of Iowa
General Fund Revenue
Proposed Revenue/Transfer Adjustments
($ in Millions)

Proposed Proposed
FY2009 FY2010

Revenue Adjustments:

Master Settlement Agreement payment 18.0           
Innovation Fund payments 0.8             
Cap Awarded Tax Credits at $200.0 million 15.0           
Remove Supplemental Research and Activities Tax Credit 13.0           
Child Care Tax Credit diversion eliminated 2.6             

Total Revenue Adjustments 18.0           31.4           

Transfers for Other Funds:

Gambling Treatment Fund 6.5             
Federal Economic Stimulus and Jobs Holding Fund 10.0           
Cash Reserve Fund 182.2         

Total Transfers from Other Funds -               198.7         

Total Revenue/Transfer Adjustments 18.0         230.1         
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State of Iowa
Recommended Supplemental Appropriations/Deappropriations
FY2009

General Fund
Deappropriations:

Department of Education-School Aid Foundation (44,400,000)     
Department of Human Services - Medicaid (56,001,768)     
Department of Human Services - Glenwood (2,301,276)       
Department of Human Services - Woodward (1,347,221)       
Department of Human Services - Child Support Recoveries (3,465,000)       
Department of Human Services - Adoption Subsidies (2,351,849)       
Department of Human Services - Child and Family Services (1,118,221)       

Total Deappropriations (110,985,335)   

Supplemental Appropriations:
Department of Inspections and Appeals - Indigent Defense 1,161,000        
Department of Inspections and Appeals - State Public Defender 1,041,000        

Total Supplemental Appropriations 2,202,000.0     
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State of Iowa
Calculation of Cash Reserve Fund and Economic Emergency Fund Percentage Goals
Fiscal Year 2008, Fiscal Year 2009 and Fiscal Year 2010
($ in Millions)

Fiscal Year 2008

December 2006 Revenue Estimating Conference Net Receipts Estimate 5,771.9             
2007 Legislative Revenue Adjustments (10.0)                 
Total 5,761.9            

Cash Reserve Fund 7.5% Goal 432.1                

Economic Emergency Fund 2.5% Goal 144.0                

Fiscal Year 2009

December 2007 Revenue Estimating Conference Net Receipts Estimate 6,140.0             
April 2008 Revenue Estimating Conference Net Increase 49.1                  
2008 Revenue Adjustments 14.1                  
Total 6,203.2            

Cash Reserve Fund 7.5% Goal 465.2                

Economic Emergency Fund 2.5% Goal 155.1                

Fiscal Year 2010

March 2009 Revenue Estimating Conference Net Receipts Estimate 5,755.9             
2008 Proposed Legislative Revenue Adjustments 230.1                
Total 5,986.0            

Cash Reserve Fund 7.5% Goal 449.0                

Economic Emergency Fund 2.5% Goal 149.7                
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State of Iowa
Calculation of Statutory Expenditure Limit
Fiscal Year 2010
($ in Millions)

Proposed FY10 Expenditure
FY2010 % Calculation Limitation

Revenue Estimating Conference Estimate - March 2009
Total Gross Receipts 6,914.2      99% 6,845.1               
Accruals 8.6             99% 8.5                      
Refunds (821.0)        99% (812.8)                 
School InfrastructureTransfer (401.9)        99% (397.9)                 
Transfers 56.0           99% 55.4                    

Transfer/Revenue Adjustments:

Innovation Fund Payments 0.8             99% 0.8                      
Cap Awarded Tax Credits at $200.0 million 15.0           99% 14.9                    
Remove Supplemental Research and Activities Tax Credit 13.0           99% 12.9                    
Child Care Tax Credit 2.6             99% 2.6                      
Gambling Treatment Fund 6.5             99% 6.4                      
Federal Economic Stimulus and Jobs Holding Fund 10.0           99% 9.9                      
Cash Reserve Fund 182.2         99% 180.4                  

Total Revenue Adjustments 230.1         

FY2010 Expenditure Limitation 5,926.1              
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